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CORPORATE IDENTITY-Based upon volume of sales, W. T. Grant Company 
is one of the major retail trade corporations in the United States. At January 30, 
1975, the Company operated 1,152 stores, coast-to-coast, under the name 
“Grants” and “Grant City”. Stores range in size from 20,000 to 180,000 
square feet and feature broad assortments of every-day family merchandise, 
including apparel, domestic needs for the home, and small wares. Larger 
stores, under the “Grant City” name, feature additional lines, such as: 
major appliances, automotive accessories, garden supplies, sporting goods, 
and home improvement. 

NOTICE TO ALL STOCKHOLDERS— The date of the Annual Meeting of Stockholders of the 
Company has been changed from the last Tuesday in April of each year to the third Wednesday 
in May of each year, by an amendment of the By-Laws of the Company approved by a majority 
of the Board of Directors on February 25,1975. 

NOTICE OF ANNUAL MEETING-The Annual Meeting of Stockholders of W. T. Grant Company 
will be held in the East Ballroom, Commodore Hotel, 42nd Street and Park Avenue, New York, 
N.Y., on Wednesday, May 21, 1975 at ten o’clock in the forenoon. All stockholders are 
cordially invited to attend. 

NOTICE OF FORM 10-K AVAILABILITY— A copy of the Company’s Form 10-K, Annual Report to 
the Securities and Exchange Commission, may be obtained, without charge, by writing: 

Robert J. Kelly, Vice President, General Counsel and Secretary, W. T. Grant Company, 1515 
Broadway, Times Square, New York, N.Y. 10036. 
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W.T. GRANT COMPANY/”™” 0 ;- 


To Our Stockholders: 


The Board of Directors designated James G. Kendrick as Chairman of the Board and Pres¬ 
ident, on August 4, 1974 to assume management leadership of the Company as of September 3rd. 
John E. Sundman had been elected Financial Vice President on June 25,1974. The Board charged 
them with responsibility for developing the operational and financial programs necessary to 
assure the viability of the Company. Since that time, prompt action has been initiated, with new 
management in place in finance, merchandising, sales and marketing, inventory control and store 
management. 

A growing spirit of enthusiasm and confidence now characterizes the entire W. T. Grant 
organization. 

For the fiscal year ended January 30, 1975, the Company recorded sales of $1,761,952,000 
and incurred a net loss of $177,340,000. These results reflect both the basic problems which con¬ 
fronted the Company in 1974 and the effects of necessary corrective action. 

The financial results for 1974 and the Company’s financial position at year-end are thor¬ 
oughly presented in the Financial Review Section and Financial Statements in this Annual Report. 
Stockholders are urged to review this information carefully, in order to have a full understanding 
of the Company’s financial condition. 

This letter addresses itself to identifying both the near and long-term programs which have 
been undertaken by management to overcome the three most serious problems facing the Company: 

• A serious merchandise imbalance. 

• The severe burden posed by the accelerated store expansion program. 

• The excessive build-up of credit receivables, financed at high interest rates and admin¬ 
istered through an exceedingly expensive credit program. 

MERCHANDISING— A more satisfactory balance between every-day staple lines of merchandise 
and big-ticket items has been developed, emphasizing the basic needs family shoppers buy every 
week. Most wanted items, including a substantial infusion of brand name lines, are being stocked 
in depth, at highly competitive prices. Fringe items and lines are being eliminated. The number of 
stockkeeping units per individual department has been reduced by 20% to 40%. More efficient 
systems for ordering and reordering merchandise, based on rate of sale, have been developed 
and instituted. 

A successful fashion apparel replenishment program for Grant City stores has been ex¬ 
panded from an initial test group to most Grant City stores. The cornerstone of this program is the 
rapid capture of sales trend information through data processing equipment and quick action 
based upon analysis of this data. 
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After a substantial reduction in personnel, the Buying Division has been reorganized and 
streamlined under new leadership. The Quality Control organization and merchandise testing 
capability have been expanded. 

SALES AND MARKETING— The Sales Department, which had been an adjunct to the Merchan¬ 
dising Division in the past, has been made a free-standing service division. A number of steps 
have been taken to build sales, including the formulation of a new sales calendar. Sales circulars 
and print media, the major vehicles for disseminating sales information to Grant customers, are 
being modernized and improved. In addition, an extensive T.V. advertising campaign, highlight¬ 
ing key promotional items in Company-wide sales events, has been put into operation for 1975 in 
33 major and 7 smaller markets, representing more than 75% of the Company’s annual sales vol¬ 
ume. Systems have been developed to directly measure the productivity of sales promotion 
events on an item-by-item basis. 

Point-of-sale impact has been enhanced with the development of promotional merchan¬ 
dising aisles in all Grant City stores. Further promotional impact is anticipated through the mer¬ 
chandising and promotion of special purchases. In the past, rigid systems prevented taking 
advantage of such special buys. Such purchases are now made and distributed to the Company’s 
larger stores. 

STORE OPERATIONS— The number of Regional Offices has been reduced from six to four, while 
six additional Districts have been created. We believe we now have greatly improved supervision, 
because District Managers have fewer stores to supervise and are also relieved of the distraction 
of new store openings and credit operations. The Store Management Training Program has been 
cut back by more than 300 persons, reflecting reduced personnel needs over the next several 
years. 


During the year ended January 30, 1975, 81 stores, (2,073,000 gross square feet) were 
closed while 44 new stores (3,124,000 gross square feet) were opened. Store space in operation 
on that same date was 54,770,000 gross square feet, compared with 53,719,000 gross square feet 
on January 31, 1974. In addition to approximately 60 stores scheduled for closing during 1975 at 
termination of their leases, the Company has completed the closing of 64 additional stores. The 
majority of the latter stores were opened in the last few years, and had consistent records of un¬ 
profitability. This store closing program will significantly reduce the burden which investment in 
inventory, payroll and occupancy has placed upon the Company without hope of profitable return 
in the near future. Continuing study of unprofitable stores is being made. At January 30, 1975, the 
Company had 1,152 stores in operation, compared with 1,189 at January 31, 1974. As of April 30, 
1975 there will be approximately 1,075 stores in operation. 

Store expansion has been sharply curtailed. 77 new stores were opened in 1973. In 1974, 
the number dropped to 44 stores. In 1975, no more than a dozen are expected to be opened. 

CREDIT— Steps were taken in early September to bring credit receivables under control, and to 
develop a viable credit program for our customers. 

The number of Grant credit customers was reduced substantially by the issue of new Grant 
credit cards. Management believes that this step, while having an adverse effect on sales will, in 
time, improve company performance. 

Credit-granting authority and account supervision are being centralized in ten strategically- 
placed locations. Furthermore, outside agencies have been employed to collect seriously delin¬ 
quent accounts. 

New credit services have been offered our customers, including: 

• Third-party installment account financing. This is a big-ticket selling tool which relieves 
the Company of the burden of financing credit receivables. 


• BankAmericard and Master Charge bank credit cards. There are more than 61 million 
BankAmericard and Master Charge cards outstanding. Management believes that bank 
cards will prove popular with our customers and help achieve additional sales at a cost 
below that of in-house credit. 

COST CUTTING— In the relatively short period of time in which new management has been in 
place, aggressive and extensive cost reduction measures have been instituted. When fully imple¬ 
mented during the course of 1975, payroll and expense reductions in all divisions of the Company 
will be achieved at an aggregate annual rate of more than $60 million. 

The largest portion of such savings will result from reduced payroll and operational ex¬ 
pense in the stores and home office, with the elimination of individual credit department opera¬ 
tions in each store affording the greatest economy. Additional savings will have taken place 
through closing of non-profitable stores and staff reductions in many home office divisions. Fur¬ 
ther savings are being realized during the current year through reduction of executive compensa¬ 
tion and the deferral of regular salary increases in all levels of the organization. 

Capital expenditures, which amounted to $16 million in 1974, will be significantly lower in 

1975. 

FINANCIAL ARRANGEMENT— Management enjoys an excellent working relationship with its 
banks. The Company’s prime lending banks have agreed to amend and extend the Company's loan 
agreement, under which approximately $541 million will continue outstanding. Initially, the Com¬ 
pany dealt with 143 banks, a number which is expected to be reduced to about 30 by June 2,1975. 
The anticipated smaller size of the bank group, following repayment of approximately $59 million, 
will be more flexible and efficient. 

W. T. Grant Company continues to experience excellent cooperation from the vast majority 
of its suppliers, and payments to vendors are being made according to schedules consistent with 
the retail industry in general. To provide still further evidence of its goodwill, the Company has 
developed a security lien agreement for its suppliers. 

ECONOMIC OUTLOOK— The Company is confident that the programs which it has implemented 
are correcting its problems and that its recovery will be achieved. 

While management anticipates a loss for both the first and second quarters of 1975, it 
believes that operations will become profitable in the second half of this fiscal year. Net earnings 
realized in the third and fourth quarters, however, will not be sufficient to offset the first half loss. 


April 18,1975 



FINANCIAL REVIEW 


summary of operations 


($ in thousands except per share data) 

52 weeks 
ended 
January 30, 
1975 

1974* 

Year ended January 31, 
1973* 1972* 

1971* 

Sales. 

$1,761,952 

$1,849,802 

$1,644,747 

$1,374,812 

$1,254,131 

Income from concessions. 

4,238 

3,971 

3,753 

3,439 

4,985 


1,766,190 

1,853,773 

1,648,500 

1,378,251 

1,259,116 

Cost of merchandise sold, buying and occupancy costs 

1,303,267 

1,282,945 

1,125,261 

931,238 

843,192 


462,923 

570,828 

523,239 

447,013 

415,924 

Selling, general and administrative expenses .... 

540,953 

540,230 

476,280 

411,225 

363,853 

Store closing expenses. 

Net credit expense (income). 

24,000 

161,467 

5,972 

(13,801) 

(21,633) 

(13,085) 

Other interest expense. 

37,771 

18,082 

6,165 

5,272 

1,526 


764,191 

564,284 

468,644 

394,864 

352,294 


(301,268) 

6,544 

54,595 

52,149 

63,630 

Other income: 

Interest earned. 

1,390 

1,036 

602 

933 

781 

Gain on retirement of long-term debt . 

1,986 

1,960 

316 

337 

433 


3,376 

2,996 

918 

1,270 

1,214 

Earnings (loss) before income taxes and equity in net 
earnings of unconsolidated subsidiaries. 

(297,892) 

9,540 

55,513 

53,419 

64,844 

Provision (credit) for Federal, state and local 
income taxes: 

Current. 

(19,439) 

(6,021) 

11,256 

13,579 

22,866 

Deferred. 

(98,027) 

9,310 

14,408 

12,166 

9,738 


(117,466) 

3,289 

25,664 

25,745 

32,604 


(180,426) 

6,251 

29,849 

27,674 

32,240 

Equity in net earnings of unconsolidated subsidiaries . 

3,086 

4,651 

5,116 

3,951 

4,175 

Net earnings (loss). 

(177,340) 

10,902 

34,965 

31,625 

36,415 

Dividends on 3%% Cumulative Preferred Stock . . . 

280 

293 

335 

346 

395 

Net earnings (loss) applicable to Common Stock . . 

($177,620) 

$ 10,609 

$ 34,630 

$ 31,279 

$ 36,020 

Average number of common shares outstanding . . . 

13,940,000 

13,886,000 

13,882,000 

13,875,000 

13,638,000 

Net earnings (loss) per common share. 

($12.74) 

$ .76 

$2.49 

$2.25 

$2.64 


*The above summary of operations and all statistical, 
operating and quarterly data included elsewhere in this 
report have been restated for the retroactively applied 
change in the method of accounting for finance charge 
income. See Note 1 to the financial statements for 
further details. 
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other financial data and operating statistics 

($ in thousands except per share data) 


Cash and securities. 

Customers’ installment accounts, net. 

Merchandise inventories. 

Properties, fixtures and improvements, net . . . . 

Short-term debt. 

Long-term debt (including current portion) . . . . 

Earnings retained for use in the business. 

Total capital. 


Working capital 
Current ratio . 


Credit sales as percent of sales 


Employee compensation and benefits 

Cents per sales dollar. 

Number of employees (approximate) 


Capital expenditures 


Dividends—Common Stock . . . . 
Dividends per share 

Preferred Stock. 

Common Stock. 

Book value common stock—per share 
Common Stock price range 

High. 

Low. 

Number of common stockholders 


Number of stores—beginning of year 
Stores opened during year . . . 
Stores closed during year . . . 
Number of stores—end of year . . 


52 weeks 
ended 
January 30, 
1975 

1974 

Year ended January 31, 
1973 1972 

1971 

$ 79,642 

$ 45,951 

$ 30,943 

$ 49,851 

$ 34,009 

399,968 

521,319 

468,582 

408,301 

358,428 

407,357 

450,637 

399,533 

298,676 

260,492 

101,932 

100,984 

91,420 

77,173 

61,832 

600,000 

453,097 

390,034 

237,741 

246,420 

217,336 

220,336 

126,672 

128,432 

32,301 

37,674 

219,471 

229,691 

215,867 

205,381 

113,837 

294,748 

302,876 

297,104 

276,982 

174,875 

383,631 

315,346 

327,011 

235,128 

1.2 

1.6 

1.5 

1.7 

1.5 

22.9% 

24.4% 

24.7% 

24.9% 

24.3% 

$424,019 

$434,368 

$397,134 

$336,312 

$295,882 

24.10 

23.50 

24.10 

24.50 

23.60 

69,000 

80,000 

80,000 

71,000 

74,000 

$ 15,955 

$ 23,537 

$ 26,983 

$ 26,476 

$ 15,995 

4,177 

20,829 

20,806 

20,793 

20,426 

3.75 

3.75 

3.75 

3.75 

3.75 

.30 

1.50 

1.50 

1.50 

1.50 

7.33 

20.35 

20.98 

20.28 

19.26 

11% 

41 

48% 

70% 

54% 

1 Vz 

9% 

34% 

41 1/2 

26% 

36,554 

30,174 

20,211 

19,045 

19,196 

1,189 

1,208 

1,168 

1,116 

1,095 

44 

77 

92 

83 

65 

81 

96 

52 

31 

44 

1,152 

1,189 

1,208 

1,168 

1,116 
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quarterly results 

(unaudited) 


($ in thousands except per share data) 


Sales. 

Earnings (loss) before income taxes. 

Provision (credit) for income taxes. 

Equity in net earnings of unconsolidated subsidiaries. 

Net earnings (loss). 

Average number of common shares outstanding (in thousands) . 
Net earnings (loss) per common share (after deduction of dividends 
on Preferred Stock). 


Sales. 

Earnings (loss) before income taxes 
Provision (credit) for income taxes 


Equity in net earnings of unconsolidated subsidiaries . . . , 
Net earnings (loss).. 

Average number of common shares outstanding (in thousands) 
Net earnings (loss) per common share (after deduction of 
dividends on Preferred Stock).. 


52 weeks ended January 30,1975 


1st 

2nd 

3rd 

4th 

Quarter 

Quarter 

Quarter 

Quarter 

$370,571 

$436,215 

$441,101 

$514,065 

($ 24,238) 

($ 23,496) 

($ 41,479) 

($208,679) 

( 11,739) 

( 11,409) 

( 20,081) 

( 74,237) 

( 12,499) 

( 12,087) 

( 21,398) 

( 134,442) 

224 

1,528 

1,046 

288 

($ 12,275) 

($ 10,559) 

($ 20,352) 

($134,154) 

13,922 

13,932 

13,946 

13,960 

($ .89) 

($ .76) 

($1.46) 

($9.63) 


Year ended January 31,J974 


1st 

2nd 

3rd 

4th 

Quarter 

Quarter 

Quarter 

Quarter 

$380,139 

$456,508 

$443,634 

$569,521 

($ 15,791) 

$ 825 

($ 15,221) 

$ 39,727 

( 7,683) 

375 

( 7,439) 

18,036 

( 8,108) 

450 

( 7,782) 

21,691 

169 

1,112 

965 

2,405 

($ 7,939) 

$ 1,562 

($ 6,817) 

$ 24,096 

13,862 

13,880 

13,895 

13,908 

($ .58) 

$ .11 

($ .50) 

$1.73 


market price and dividend information 

The high and low sales price and dividends per share for 
common shares traded on the New York Stock Exchange were: 


Dividends 

Sales Price of Common Shares Per Share 







52 weeks 

Year 


52 weeks ended 

Year ended 

ended 

ended 


January 30, 

January 31, 

Jan. 30, 

Jan. 31 

Quarter 

1975 



1974 

1975 

1974 


High 

Low 

High 

Low 



First 

$11% 

$6'/2 

$41 

$21 Vs 

$.15 

$.375 

Second 

8% 

41/4 

24% 

16% 

.15 

.375 

Third 

5% 

2% 

22% 

17’/2 

None 

.375 

Fourth 

2% 

IV 2 

18% 

9% 

None 

.375 
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management’s discussion and analysis 
of the summary of operations 


SALES— Sales for the 52 weeks ended January 30, 1975 were $1.76 billion, a decrease of $88 
million, or 4.7%, from the year ended January 31, 1974. While the Company experienced sales 
declines in each of its four fiscal quarters, the largest decline, $55 million, occurred in the fourth 
quarter. This decline of 9.7% was due primarily to the Company’s planned contraction of the pro¬ 
motion of Grant credit sales. This contraction, the reasons for which are explained in the section 
entitled “Net Credit Expense (Income)”, resulted in a decrease of $64 million, or 41.2%, in Grant 
credit sales. Cash sales, including BankAmericard, Master Charge and third-party installment 
account financing, all of which were introduced nationally in December, 1974, increased by $9 
million, or 2.1 %, during the fourth quarter. 

The remainder of the sales decrease was attributable to a variety of factors, including 
the operation of fewer stores in each month of 1974 as compared to 1973, a serious merchandise 
imbalance as discussed in the letter to Stockholders, and the state of the national economy. 

The 12% increase in sales for the year ended January 31, 1974 as compared to the year 
ended January 31, 1973, was attributable mainly to the 77 new stores opened in that year, and the 
full year operation of the 92 stores opened during the fiscal year ended January 31,1973. 

COST OF MERCHANDISE SOLD, BUYING AND OCCUPANCY COSTS-These costs increased 
by $20 million, or 1.6%, as compared to the fiscal year ended January 31, 1974, and reflected the 
costs associated with the sale of merchandise in order to correct merchandise imbalances. In 
addition to such costs, the Company experienced increases in its rental expense associated with 
new stores. 

As a result of selling margin restrictions issued under the Phase IV Price Control Regula¬ 
tions of the Economic Stabilization Program, cost of merchandise sold increased in the year ended 
January 31, 1974, as compared to the year ended January 31, 1973. Such selling margin restric¬ 
tions, which became effective in August 1973, limited selling margins by merchandise categories 
to those in effect for the same merchandise categories as in 1972. As a result of a planned change 
in merchandise mix, the Company was obliged to lower its selling margins during the second half 
of 1973, as it was already above the 1972 margins when the Phase IV regulations were issued. 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES-There was no material difference in 
these expenses for the 52 weeks ended January 30, 1975. However, for the year ended January 
31, 1974 as compared to the year ended January 31, 1973, such expenses increased by $64 
million, or 13%. The major portion of this increase was attributable to higher employee com¬ 
pensation and benefits expense. 

STORE CLOSING EXPENSES— The $24 million in store closing expenses resulted from the factors 
described in Note 9 to the financial statements. 
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NET CREDIT EXPENSE (INCOME)— Beginning in September, 1974, the Company found it neces¬ 
sary to modify the existing liberal terms upon which credit was granted to its customers and to 
substantially reduce the number of outstanding Grant credit cards. These steps were taken in 
order to bring credit receivables under control. Credit receivables were adversely affected earlier 
in the year when, in connection with the discontinuance of the sale of merchandise coupon books, 
a substantial number of Grant credit cards were issued. This large increase in the number of out¬ 
standing Grant credit cards and the liberal credit terms, coupled with the general economic 
decline and the resultant decrease in credit collections, caused customer receivables to increase 
dramatically. This increase in outstanding customer receivables placed a severe strain on the 
Company’s financial resources and necessitated the drastic corrective actions taken in the third 
and fourth quarters. The Company is continuing to restructure its credit and collection procedures. 

As a result of the factors mentioned above, and reflecting the change in the Company’s 
policy as to the recognition of bad debts, as described in Note 3 to the financial statements, the 
Company wrote off $92 million in accounts receivable. In addition, the Company increased its 
allowance for doubtful accounts by $63 million, based upon analyses of agings on a contractual 
basis, collection and other statistical information. 

Interest expense allocated to credit operations for the 52 weeks ended January 30,1975 
was $15 million greater than in the year ended January 31, 1974. This higher charge for interest 
was a combined result of the higher weighted average daily interest rate for short-term borrowings, 
11.74% as compared to 8.55% and higher short-term borrowings of $540 million as compared to 
$465 million in average daily amount outstanding. Additional details can be found in Notes 3, 4, 5 
and 7 to the financial statements. 

Net credit expense (income) changed from income of $14 million in the year ended Jan¬ 
uary 31,1973 to expense of $6 million in the year ended January 31, 1974. The major portion ($18 
million) of this variance was attributable to a higher weighted average daily interest rate for short¬ 
term borrowings of 8.55% as compared to 4.76% and higher short-term borrowings of $465 million 
as compared to $314 million in average daily amount outstanding. 

OTHER INTEREST EXPENSE— As indicated above, average daily short-term borrowings and the 
average daily interest rate for such borrowings has increased dramatically over the past two 
years. In addition, long-term debt has increased over the same period as discussed in Note 5 to 
the financial statements. All interest expense not allocated to credit operations is included in other 
interest expense. 

PROVISION (CREDIT) FOR INCOME TAXES— Income taxes have been reflected in accordance 
with the pretax results of operations as more fully explained in Note 10 to the financial statements. 


W.T. Grant Company 

and consolidated subsidiaries 

($ in thousands) 


ASSETS 

CURRENT ASSETS 
Cash—Notes 4 and 5 


Customers’ installment accounts receivable—Notes 1, 3, 4 

and 5. 

Less: 

Allowance for doubtful accounts. 

Unearned credit insurance premiums. 

Deferred finance income. 


Merchandise inventories (including merchandise in transit)— 
Notes 4 and 5. 


Other accounts receivable, refundable taxes and claims— 

Note 10. 

Prepaid expenses. 

TOTAL CURRENT ASSETS . 

INVESTMENTS IN UNCONSOLIDATED SUBSIDIARIES- 
Notes 2, 4 and 5. 

COMMON STOCK OF W. T. GRANT COMPANY 
155,400 shares, at cost, held for Deferred Contingent 
Compensation Plan—Note 8. 

PROPERTIES, FIXTURES AND IMPROVEMENTS 

Buildings. 

Furniture and fixtures. 

Improvements to leased properties. 


Less allowance for depreciation and amortization . . . . 

Land. 

TOTAL PROPERTIES, FIXTURES AND 
IMPROVEMENTS. 

UNAMORTIZED DEBT EXPENSES AND OTHER ASSETS . . . 


January 30, 
1975 

January 31 
1974* 

$ 79,642 

$ 45,951 

518,387 

602,305 

79,510 

16,315 

1,386 

4,923 

37,523 

59,748 

399,968 

521,319 

407,357 

450,637 

31,223 

19,483 

6,591 

7,299 

924,781 

1,044,689 

49,764 

44,251 

2,500 

2,500 

2,953 

1,475 

142,772 

138,827 

13,412 

12,620 

159,137 

152,922 

58,108 

52,546 

101,029 

100,376 

903 

608 

101,932 

100,984 

3,290 

2,563 

$1,082,267 

$1,194,987 
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* Restated as described in Note 1 
See notes to financial statements 







































statement of financial position 


($ in thousands) 


LIABILITIES AND CAPITAL 

CURRENT LIABILITIES 

Bank loans—Note 4. 

Short-term commercial notes—Note 4. 

Current portion of long-term debt—Note 5 . . . . 

Accounts payable for merchandise. 

Salaries, wages and bonuses. 

Other accrued expenses—Notes 9 and 10 ... . 

Taxes withheld from employees. 

Sales and other taxes. 

Federal income taxes payable—Note 10. 

Deferred income taxes related to installment sales— 
Notes land 10. 

TOTAL CURRENT LIABILITIES. 


OTHER LIABILITIES 

Long-term debt—Note 5. 

Deferred Federal income taxes—Note 10. 

Deferred contingent compensation and other liabilities. . . 

TOTAL OTHER LIABILITIES. 


CAPITAL-Notes 1,4, 5 and 6 
Capital Stock 

Cumulative Preferred—$100 par value: 

Authorized 250,000 shares 

Issued 74,645 shares of 3%% series. 

Common—$1.25 par value: 

Authorized 22,500,000 shares 

Issued 14,879,554 shares. 

Paid-in capital. 

Amounts paid by employees under purchase contracts for 

Common Stock. 

Earnings retained for use in the business. 


Less 754,824 and 808,054 shares, respectively, of treasury 
Common Stock, at cost. 

TOTAL CAPITAL. 


LEASES, CONTINGENCIES AND SUBSEQUENT EVENTS- 
Notes3, 4, 5,10 and 12 


January 30, 
1975 


$ 600,000 

995 

50,067 

10,808 

49,095 

1,919 

17,322 

17,700 

2,000 

749,906 


216,341 

2,183 

218,524 


7,465 


18,599 

82,394 

1,520 

37,674 

147,652 


33,815 

113,837 


$1,082,267 


January 31, 
1974* 


$ 453,097 

58,192 

14,678 

14,172 

4,412 

13,429 


103,078 

661,058 


220,336 

14,649 

4,196 

239,181 


7,465 


18,599 

84,271 

1,638 

219,471 

331,444 


36,696 

294~748 


$1,194,987 







































W.T. Grant Company 

and consolidated subsidiaries 

statement of operations 

($ in thousands) 



52 weeks ended 

Year ended 


January 30, 

January 31, 


1975 

1974* 

Sales. 

$1,761,952 

$1,849,802 

Income from concessions. 

4,238 

3,971 


1,766,190 

1,853,773 

Cost of merchandise sold, buying and occupancy costs . . . 

1,303,267 

1,282,945 


462,923 

570,828 

Selling, general and administrative expenses. 

540,953 

540,230 

Store closing expenses—Note 9. 

24,000 


Net credit expense—Notes 1 and 3. 

161,467 

5,972 

Other interest expense—Note 7. 

37,771 

18,082 


764,191 

564,284 


(301,268) 

6,544 

Other income: 



Interest earned—Note 7. 

1,390 

1,036 

Gain on retirement of long-term debt. 

1,986 

1,960 


3,376 

2,996 

Earnings (loss) before income taxes and equity in net earnings 



of unconsolidated subsidiaries. 

(297,892) 

9,540 

Provision (credit) for Federal, state and local income taxes— 



Note 10 



Current. 

(19,439) 

(6,021) 

Deferred. 

(98,027) 

9,310 


(117,466) 

3,289 


(180,426) 

6,251 

Equity in net earnings of unconsolidated subsidiaries—Note 2 . 

3,086 

4,651 

NET EARNINGS (LOSS) . 

($ 177,340) 

$ 10,902 

NET EARNINGS (LOSS) PER COMMON SHARE. 

($12.74) 

$ .76 


* Restated as described in Note 1 
See notes to financial statements 










































lO 

CD 


o 

co 


“3 

*o 

0 

— TD 

0 g 

.■S <0 

Q, 0 

nr © 

(0 S 

O <N 'w 
m -o 

oil 

-sj 

0 £ 

S = 

o> ^ 



o 

CO 


CO 

T » 

in 

in 

CO 

CO 

O) 

00 

v— 

r~ 


LO 

CO 

00 

co 

© 


co~ 

co“ 

cnT 

CO 

5 



CO 


CO 

</» 


c 

0 

E 

0 

*-« 

0 

4-» 

0 


CO 

£* 

« 

c 

(0 





*o 

0 

C 

co 


O) 

O) 

T3 

O J* 

00 

T— 

CD 

o> 

C 

E o 

in 


in 

in 

0 

E 2 

co" 


co" 

co" 

i_ 

0 

0 

>» 

0 

o co 
o 

T— 

</> 





W) 

0) 

-1 

c !S 

&g 

£ ® 

51 

11 

C CO 

o § 

|J « 

T3 

^ C 

^ <0 



13 


* Restated as described in Note 1 
See notes to financial statements 
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W.T. Grant Company and consolidated subsidiaries 

statement of changes in financial position 

($ in thousands) 


Funds provided by (applied to) operations: 

Net earnings (loss). 

Less undistributed equity in net earnings of unconsolidated 
subsidiaries. 

Other items not affecting working capital: 

Depreciation and amortization of properties. 

Increase (decrease) in deferred Federal income taxes— 

non-current . 

Decrease in deferred contingent compensation and other 
liabilities. 

Total funds provided by (applied to) operations . . . 
Other Sources of Funds: 

Notes payable to banks. 

Receipts from employees under stock purchase contracts 
Common Stock issued upon conversion of 4% Debentures . 

Total Other Sources. 

Other Applications of Funds: 

Dividends to stockholders. 

Investment in properties, fixtures and improvements . . . 

Decrease in long-term debt. 

Investment in Granjewel Jewelers & Distributors, Inc.: 

Convertible Notes. 

Common Stock. 

Purchase of Cumulative Preferred Stock, for cancellation 

Purchase of treasury Common Stock. 

Conversion of 4% Convertible Subordinated Debentures . . 
Increase in other assets—net. 

Total Other Applications. 

Working Capital Increase (Decrease). 

Current Assets Increase (Decrease) 

Cash. 

Customers’ installment accounts receivable—net .... 

Merchandise inventories. 

Other current assets. 

Current Liabilities Increase (Decrease) 

Bank loans. 

Short-term commercial notes. 

Current portion of long-term debt. 

Accounts payable for merchandise. 

Salaries, wages and bonuses. 

Other accrued expenses. 

Taxes withheld from employees. 

Sales and other taxes. 

Federal income taxes payable. 

Deferred income taxes related to installment sales .... 


Working Capital Increase (Decrease) 

* Restated as described in Note 1 
See notes to financial statements 


52 weeks ended 

Year ended 

January 30, 

January 31, 

1975 

1974* 

($177,340) 

$ 10,902 

331 

3,570 

(177,671) 

7,332 

14,587 

13,579 

(14,649) 

2,723 

(2,013) 

(498) 

(179,746) 

23,136 


100,000 

886 

2,584 


259 

886 

102,843 

(4,457) 

(21,122) 

(15,535) 

(23,143) 

(3,995) 

(6,074) 

(3,646) 

(5,700) 

(1,536) 



(618) 


(133) 


(262) 

(727) 

(642) 

(29,896) 

(57,694) 

($208,756) 

$ 68,285 

$ 33,691 

$ 15,008 

(121,351) 

52,737 

(43,280) 

51,104 

11,032 

8,935 

(119,908) 

127,784 

600,000 

(10,000) 

(453,097) 

73,063 

995 


(8,125) 

(2,781) 

(3,870) 

(3,349) 

34,923 

3,932 

(2,493) 

2,217 

3,893 

448 

17,700 

(8,480) 

(101,078) 

4,449 

88,848 

59,499 

($208,756) 

$ 68,285 






























































W.T. Grant Company 
and consolidated subsidiaries 


notes to financial statements 

January 30,1975 and January 31,1974 


summary of significant accounting policies 


FISCAL YEAR 

Effective January 30,1975 the Company adopted a 52-53 week fiscal year ending the last Thursday in January. This 
change had no significant effect upon the results of operations for the year. 


BASIS OF CONSOLIDATION 

The financial statements include the accounts of the Company and its wholly-owned subsidiaries. The Company 
carries its investments in Zeller’s Limited (a 50.1% owned Canadian subsidiary) and Granjewel Jewelers and Dis¬ 
tributors, Inc. (51% owned) at cost plus equity in net earnings (loss) since acquisition. Zeller’s Limited has con¬ 
sistently followed the policy of distributing approximately 40%-50% of current net earnings and permanently rein¬ 
vesting the remainder. Accordingly, no U.S. deferred income taxes nor Canadian withholding taxes have been pro¬ 
vided on such undistributed net earnings. No deferred income taxes have been provided on the equity in net earnings 
(loss) of Granjewel, as it was intended that its earnings be reinvested in the business. In the event of disposition of 
Zeller’s no tax payment would currently be required on the difference between cost and carrying amount due to 
available tax loss carryforward and other tax credits. 


FINANCE INCOME 

Finance charges on customers’ installment accounts receivable are included in income as such charges are earned 
computed by the sum-of-the-months’ digits [effective yield] method. (See Note 1.) 


DEFERRED INCOME TAXES 

Gross profits on sales on the installment basis are reflected in the financial statements when the sales are made, 
whereas for income tax purposes such gross profits are reported as income as collections are received. Deferred 
taxes resulting from the difference between taxes accrued for financial statement purposes and taxes due, are 
provided for in the financial statements. 

Depreciation as reflected in the financial statements is computed using the “straight-line" method, whereas for 
income tax purposes accelerated depreciation is used. The resulting difference gives rise to “Deferred Federal 
income taxes”. Tax benefits related to the net operating loss of the Company for the 52 weeks ended January 30, 
1975 have been applied against “Deferred income taxes related to installment sales” and to “Deferred Federal 
income taxes”, as substantially all such deferred taxes would have been payable during the carryforward period 
allowed for net operating losses. 


INVENTORIES 

Merchandise inventories in stores are stated at the lower of cost or market, determined by the retail method. Inven¬ 
tories at distribution centers and in-transit are stated at the lower of cost (first-in, first-out) or market. 


PROPERTIES 

Properties, fixtures and improvements are carried on the basis of cost. The policies followed, with respect to esti¬ 
mated useful lives, for depreciation and amortization are: buildings and improvements are depreciated at rates of 
3Vb % to 10% per annum; furniture and fixtures are depreciated at 8% per annum with the exception of small fixtures 
which are depreciated at 20% per annum; improvements to leased properties are amortized over the terms of the 
leases or the estimated useful lives of the assets, whichever is shorter; the major portion of such assets being amor¬ 
tized over periods ranging from 15 to 25 years. 


INVESTMENT TAX CREDIT 

Investment tax credits are reflected as a reduction of the provision for current income taxes (flow-through method). 
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Notes to financial statements (continued) 


PENSION COST 

The Company has an Employees’ Retirement Plan available to all employees. Pension cost has been determined 
using the projected benefit cost method with aggregate level normal cost. The Company funds all pension costs 
accrued. 

DEFERRED CHARGES 

Expenses associated with the opening of new stores are written off in the year of store opening. 

Unamortized debt expenses are being amortized over the lives of the debentures by the “bonds outstanding” method, 
and over the lives of bank loans by the “straight-line” method. 

NET EARNINGS (LOSS) PER SHARE 

Net earnings (loss) per share of Common Stock (equivalent to fully diluted), after deduction of dividends on Pre¬ 
ferred Stock, have been determined based upon the average number of common shares outstanding during each year. 


Note—1 Changes in accounting policies 


The Company has determined that the accounting principles described in the AICPA industry audit guide 
“Audits of Finance Companies”, related to methods of accounting for finance income, should be applied to the Com¬ 
pany’s accounting for finance charges on its customers’ installment accounts. Accordingly, in January, 1975, the 
Company changed its accounting principle for finance charges to include finance charges in income as such 
charges are earned, computed by the sum-of-the-months’ digits [effective yield] method. The Company believes, and 
the Audit Guide states, that this method results in a more precise matching of costs with revenues. Formerly, the 
Company followed the policy of including in income finance charges billed to customers at date of sale. The change 
has been applied retroactively and, accordingly, prior year’s financial statements have been restated. 

In addition, in January, 1975, the Company changed its interim accounting for net credit expense from deferring 
such expense for the first three quarters of each fiscal year to charging such expense to income as incurred, and has 
applied such change retroactively. This change has no effect on annual reporting. 

The approximate net effect of the aforementioned accounting changes for the fiscal years ended January 31, 
1974 and January 30, 1975 and the quarters included therein are as follows: 


Quarters ended: 

(not covered by report of independent accountants) 


Net Earnings 

Net Earnings Per Share 


($ in thousands except per share data) 
increase (decrease) 


Fiscal Years ended: 


April 30,1973 

($2,196) 

($.16) 

July 31,1973 

(474) 

(.03) 

October 31,1973 

(2,873) 

(.21) 

January 31,1974 

8,016 

.57 

April 30,1974 

(5,302) 

(.38) 

July 31,1974 

(6,666) 

(.48) 

October 31,1974 

(8,738) 

(.63) 

January 30,1975 

42,931 

3.08 

January 31, 1974 

$2,473 

$.17 

January 30,1975 

22,225 

1.59 


Such changes reduced “Earnings retained for use in the business”, “Deferred income taxes related to install¬ 
ment sales”, and “Allowance for doubtful accounts” at February 1, 1974 by $28,990,000, $29,006,000 and $1,752,000, 
respectively, resulting in “Deferred finance income” at February 1,1974, of $59,748,000. 
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Notes to financial statements (continued) 


Note—2 Investments in unconsolidated subsidiaries 

Investments in unconsolidated subsidiaries are carried at cost plus equity in net earnings (loss) since acquisi¬ 
tion. There is no significant difference between the underlying net equity and such carrying amounts. 


Details of the investment accounts are as follows: 


Common stock of Zeller’s Limited (cost $8,893,326) 

Common stock of Granjewel Jewelers & Distributors, Inc. 

(cost $3,576,240 and $2,040,000 respectively) 

5 Vi % Convertible Subordinated Debentures of Zeller’s Limited 
($6,060,000 Cdn.) 

Convertible Notes of Granjewel Jewelers & Distributors, Inc. 


January 30,1975 

January 31,1974 

($ in thousands) 

$32,670 

$30,239 

1,797 

2,361 

5,951 

5,951 

9,346 

5,700 

$49,764 

$44,251 


The Convertible Notes of Granjewel bear interest at 125% of the minimum commercial lending rate of the Morgan 
Guaranty Trust Company of New York. 

The equity in net earnings (loss) of each subsidiary is shown below: 

52 weeks ended Year ended 

January 30, 1975 January 31, 1974 
($ in thousands) 

Zeller’s Limited $5,186 $4,372 

Granjewel Jewelers & Distributors, Inc. (2,100 ) 279 

$3,086 $4,651 


Equity in net earnings of Zeller’s Limited includes dividends received of $2,755,490 and $2,080,782 for the 52 
weeks ended January 30, 1975 and the year ended January 31, 1974, respectively, less applicable Federal income 
taxes of $999,000, in the year ended January 31,1974, as a result of the inability of the Company to utilize available 
foreign tax credits due to a net operating loss incurred for Federal income tax purposes. 

The following summarizes financial information for the years ended January 31,1975 and January 31,1974, for 
these unconsolidated subsidiaries: 

Zeller’s Limited Granjewel Jewelers 
(Canadian $ = U.S. $) & Distributors, Inc. 

($ in thousands) 


Assets 

Liabilities 

Capital 

Sales 

Net earnings (loss) 


1975 1974 


$163,698 $138,671 

96,145 76,680 

67,553 61,991 

$339,922 $287,017 

10,602 10,305 


1975 1974 

$27,000 $30,300 
23,600 25,700 

3,400 4,600 

$46,100 $30,800 
(4,200) 550 


Because of the net loss incurred by Granjewel and difficulties in obtaining adequate financing sufficient for 
continued business operations and compliance with terms of loan agreements, it is not presently determinable as to 
whether such subsidiary will be able to continue as a going concern. 
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Notes to financial statements (continued) 


Note— 3 Credit operations 

The Company presently has available two types of Company operated credit plans at most locations; a revolving 
charge account providing for payment in full within 28 days or on terms, based upon balance, ranging up to approx- 
imately 24 months, including finance charges which generally do not exceed V/ 2 % per month; and a traditional 
installment (budget) account, payment terms up to 24 months with finance charges included, ranging up to an 
annual percentage rate of approximately 19%. 

During the 52 weeks ended January 30, 1975, the Company terminated offering its former coupon account plan, 
payment terms up to 24 months. In December, 1974, the Company reduced from 36 months to 24 months the maxi¬ 
mum payment terms on its budget accounts opened after that date, and increased the minimum payment on the 
majority of its credit accounts to $10 per month. 

A summary of the net expense of credit operations is shown below; 

52 weeks ended Year ended 

January 30, 1975 January 31, 1974 

($ in thousands) 


Finance income (See Note 1) 

$ 87,012 

$ 

86,677 

Expenses: Interest expense 

48,308 


32.965 

Provision for doubtful 

accounts 

155,691 


21.198 

Finance income related to 

uncollectible accounts 

(4,127) 


(1,317) 

Administration 

48,607 


39,803 

Net credit expense 

248,479 
$ 161,467 

$ 

92,649 

5,972 

Credit sales 

$ 402,916 

$ 

451,471 


Interest expense is allocated to credit operations based on the average borrowing rate of W. T. Grant Financial 
Corporation applied to average customers’ installment accounts receivable, net of allowance for doubtful accounts, 
unearned credit insurance premiums, deferred finance income and deferred income taxes related to installment sales. 

The provision for doubtful accounts consists of net uncollectible accounts written off plus the increase in the 
allowance for doubtful accounts. 

For the 52 weeks ended January 30 ,1975 and the year ended January 31,1974, the Company wrote off accounts 
receivable based on a nine months recency of payment, or which were otherwise deemed to be uncollectible. Effec¬ 
tive January 31,1975, the Company changed its write-off policy on accounts receivable, to write off accounts which 
are nine months delinquent based on contractual payment terms. In November 1974, the Company began to provide 
for an allowance for doubtful accounts on a six month contractual basis and the Company continues to provide for 
doubtful accounts on such basis. At January 31, 1974, the Company provided for doubtful accounts in accordance 
with its write-off policy in effect at that time. Modified collection efforts continue subsequent to write-off, and recov¬ 
eries are applied as a reduction of the provision for doubtful accounts. The Company is also in the process of re¬ 
structuring its credit and collection procedures. It is not practicable to estimate the effect of such changes in policies 
and procedures upon the results of operations for the 52 weeks ended January 30,1975. 

Earned credit insurance premiums are reflected as a reduction of administration expenses. During 1974 the 
Company discontinued the sale of credit insurance. 

At January 30, 1975, there were approximately 1.4 million active revolving charge accounts with an average 
balance of $154 and 1.1 million active budget accounts with an average balance of $268. 

Class actions or purported class actions are currently pending in eight states which involve allegations that the 
finance and related charges under certain of the Company’s credit arrangements exceeded the maximum amount 
permissible under, or otherwise failed to comply with, the laws regulating credit in such states and/or the Federal 
Truth-in-Lending Act. Some of the actions are directed specifically at the Company’s sale of merchandise coupon 
books. Such sales have been discontinued. 

In one action, the Court has handed down an adverse decision which the Company has appealed. In another 
action, in accordance with an order of the trial court, implementing the opinion of the state supreme court, the Com¬ 
pany is presently crediting existing customer receivables, or refunding to customers certain finance charges pre¬ 
viously collected under the coupon account plan. The remaining actions are in various stages of pleadings prior to 

The ultimate consequences of these actions are not presently determinable. However, based upon present 
available information, in the opinion of the Company’s Management, these actions will not have a material adverse 
effect on the Company’s financial position. 
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Notes to financial statements (continued) 


Note—4 Short-term borrowing and Inventory Security Agreement 

SHORT-TERM BORROWING 

The average interest rate on bank loans outstanding at January 30,1975 was 11.55%. The average interest rate 
on short-term commercial notes outstanding at January 31, 1974 was approximately 9.6%, with maturities ranging 
from 1 to 270 days from the date of issuance. 

The following relates to aggregate short-term borrowings: 

52 weeks ended Year ended 

January 30, 1975 January 31, 1974 
($ in thousands) 

Maximum amount outstanding at any month end $602,905 $518,871 

Average daily amount outstanding 539,880 465,204 

Weighted average daily interest rate 11.74% 8.55% 

At January 31, 1974 the Company had unused bank credit lines of $493,182,500 with banks, at which the Com¬ 
pany maintained cash balances of $597,000. 

During the year ended January 30, 1975 the Company ceased its borrowings in the commercial paper market 
and as of September 16, 1974, entered into a Loan and Guaranty Agreement with various banks providing for loans 
up to $600 million, bearing interest payable monthly at a rate per annum equal to 110% of the sum of Va of 1% plus 
the minimum commercial lending rate of the Morgan Guaranty Trust Company of New York, adjusted as of the first 
day of each calendar month for such rate in effect. The understanding is that the Company will maintain compen¬ 
sating balances equal to 10% of the outstanding loan, which amounted to $60 million at January 30, 1975. Such 
compensating balances are not restricted as to withdrawal. The unpaid principal is payable on June 2,1975. Install¬ 
ment payments of $40 million and $35 million due on December 13, 1974 and January 31, 1975, respectively, have 
been waived by the lenders. 

Under the terms of the Agreement the Company and its consolidated subsidiaries may not incur any additional 
debt unless it is subordinated and the proceeds are used to reduce the principal amount of the above mentioned 
loan; the Company may not declare or pay dividends, other than those on Preferred Stock presently outstanding, 
and may not purchase, redeem, acquire or retire any shares of its capital stock or any indebtedness. 

In addition, the Company was required to maintain minimum consolidated working capital and consolidated 
net worth balances which have been waived by the lenders. 

The Company also pledged as collateral A) all customer receivables arising out of the sale of goods and mer¬ 
chandise coupon books to retail customers, except 1) accounts arising out of the sale of goods pursuant to Bank- 
Americard and Master Charge arrangements, or 2) accounts, contract rights or chattel paper acquired on or before 
December 31,1975 for cash by a company not affiliated with the Company, substantially concurrently with the sales 
out of which they arise, and B) its investments in 6,399,300 shares of the common stock of Zeller’s Limited and 
$6,060,000 Cdn. of the 5V2% Convertible Subordinated Debentures of Zeller’s Limited. Also, the Company or any 
consolidated subsidiary may not create, assume or suffer to exist any lien on any assets now owned or hereafter 
acquired. 

As of March 31,1975, the Company entered into a Loan Extension Agreement with twenty-seven banks to extend 
to March 31, 1976, loans of $540,916,978 outstanding under the Loan and Guaranty Agreement referred to above; 
bearing interest at the same rate per annum as determined under that agreement. Effective as of March 1,1975, 14 
of the 27 banks accounting for $498,293,000 in principal have agreed to receive interest monthly at the rate of 5% 
per annum, with the payment of any interest accrued through January 29, 1976, greater than that amount, deferred 
until January 29,1976, (subject to possible anticipation in the event of the sale of certain assets). Under certain con¬ 
ditions, the number of banks and the outstanding amount of loans may be increased at any time prior to March 
31,1976. 

Under the covenants of the extended Agreement restrictions as to payments and limitations on indebtedness are 
basically the same as provided for in the Agreement dated as of September 16,1974. The collateral pledged under 
the extended Agreement is the same as pledged under the original Agreement. The Company is also required to 
maintain consolidated working capital of at least $100 million and consolidated net worth of at least $40 million until 
January 28,1976 and $60 million thereafter. The Company or any consolidated subsidiary may not create, assume or 
suffer to exist any lien on any assets now owned or hereafter acquired by it, except for merchandise inventories. 

INVENTORY SECURITY AGREEMENT 

Pursuant to an Inventory Security Agreement, the Company will offer to eligible suppliers a primary lien on sub¬ 
stantially all of the entire inventory in a substantial number of its retail stores and designated distribution centers; 
and a junior security interest in such inventories will be given to the bank lenders. 
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Notes to financial statements (continued) 


Note— 5 Long-term debt 

January 30, January 31, 

1975 1974 


4%% Convertible Subordinated Debentures 

($ in thousands) 

dated April 15,1971 and due April 15, 1996 

4%% Sinking Fund Debentures dated January 1, 

1962 and due January 1,1987 (annual 

$ 92,507 

$ 95,507 

sinking fund payment of $1.5 million) 

4% Convertible Subordinated Debentures 

23,995 

23,995 

dated June 1,1965 and due June 1,1990 

834 

834 

Notes payable to banks (see below) 

100,000 

100,000 


217,336 

220,336 

Current portion of long-term debt 

995 



$216,341 

$220,336 


In July 1973, the Company borrowed $100 million from eight banks. These notes are due in eight equal quar¬ 
terly installments commencing October 1, 1976, bearing interest payable quarterly at the minimum commercial 
lending rate of the Morgan Guaranty Trust Company of New York from October 1,1973 to June 30, 1975 and at Vi 
of 1 % above that rate thereafter. The understanding is that the Company will maintain compensating balances equal 
to 15% of the outstanding notes payable, amounting to $15 million at January 31,1974. Beginning in May 1974, the 
Company elected to pay interest at 115% of the rate specified above in lieu of maintaining such compensating bal¬ 
ances. Effective as of March 1, 1975, these eight banks have agreed to receive interest quarterly at the rate of 5% 
per annum, with the payment of any interest accrued through January 29, 1976, greater than that amount, deferred 
until January 29, 1976, (subject to possible anticipation in the event of the sale of certain assets). 

Long-term debt at January 30,1975 matures as follows: fiscal years ending the last Thursday of January, 1976— 
$995,000; 1977—$26.5 million; 1978—$51.5 million; 1979—$26.5 million; 1980—$1.5 million; and thereafter the bal¬ 
ance of $110,341,000. 

As of January 30,1975 and January 31,1974, 29,785 shares of Common Stock of the Company were reserved for 
conversion of the 4% Convertible Subordinated Debentures at the conversion price of $28 per share. In addition, at 
January 30, 1975 and January 31, 1974, 1,267,219 and 1,308,315 shares, respectively, were reserved for conversion 
of the 4%% Convertible Subordinated Debentures at the conversion price of $73 per share. 

Under the terms of the various indentures, at January 30, 1975 the Company may not incur any additional 
unsubordinated long-term debt; and under the terms of the most restrictive of such indentures, no amount of earn¬ 
ings retained for use in the business was available for the declaration of cash dividends on Common Stock, the 
purchase of capital stock and investments in certain subsidiaries. 

Pursuant to the Loan and Guaranty Agreement described in Note 4 to the financial statements, at January 30, 
1975, the 4%% Sinking Fund Debentures dated January 1, 1962 and the Notes payable to banks (see above), were 
secured equally and ratably with the obligations and indebtedness of the Company secured by the Collateral. As of 
March 31, 1975 such Sinking Fund Debentures and such Notes were secured equally and ratably under the Loan 
Extension Agreement. The Sinking Fund Debentures will be granted an equal participation in the primary lien on 
inventories pursuant to the Inventory Security Agreement. 
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Notes to financial statements (continued) 


Note—6 Capital 

The 3%% Cumulative Preferred Stock is redeemable at the Company’s option in whole or in part at $100 per 
share, subject to restrictions on the acquisition of capital stock as described in Notes 4 and 5 to the financial state¬ 
ments. 

The Company is subject to certain restrictions while such Preferred Stock is outstanding, including a covenant 
which presently precludes the Company or any subsidiary from incurring any additional long-term debt. 

At January 30, 1975 and January 31, 1974, there were 207,135 and 238,165 shares, respectively, of the Com¬ 
pany’s unissued Common Stock reserved under the 1960 Employees' Stock Purchase Plan. An additional one 
million shares of unissued Common Stock have been reserved under the 1970 Employees’ Stock Purchase Plan. 
Contracts for the sales of such shares, on a deferred payment basis, are made at approximate market prices at date 
of contracts. Shares are issued in minimum lots of five shares after completion of payments. 


Note—7 Interest 

Interest earned for the 52 weeks ended January 30, 1975 and the year ended January 31, 1974 includes 
$1,261,820 and $777,339, respectively, on investments in debentures of unconsolidated subsidiaries. 

For the 52 weeks ended January 30, 1975 and the year ended January 31,1974, interest expense on long-term 
debt amounted to $17,527,553 and $11,300,900, respectively. 

Other interest expense includes interest not allocated to net credit expense as described in Note 3 to the finan¬ 
cial statements, and interest of $4,000,000 accrued to provide for assessments by the Internal Revenue Service as 
described in Note 10 to the financial statements. 


Note—8 Deferred contingent compensation and executive bonus plans 

The amount charged to operations for the Deferred Contingent Compensation Plan was $51,740 and $560,000 
for the 52 weeks ended January 30,1975 and the year ended January 31,1974, respectively. The Company, effective 
January 31, 1975, has terminated this Plan. However, such termination does not affect cash or stock allotments con¬ 
tingently credited prior to such termination, or any dividend credits which may hereafter arise. 

The amount charged to operations for the Executive Bonus Plan, in which all executives participate, was 
$1,552,523 for the year ended January 31, 1974. In August 1974, the Board of Directors approved the allocation of 
a payment in an amount not to exceed $1,500,000 to the executive group compensation pool for the 52 weeks ended 
January 30,1975. The amount charged to earnings for the 52 weeks ended January 30,1975 was $1,410,461. 


Note—9 Store closing expenses 

The Company is in the process of closing in early 1975, prior to their lease expiration dates, 66 medium to large 
size stores which have contributed significantly to the operating loss for the 52 weeks ended January 30, 1975. 
Accordingly, the expenses of closing such stores ($24 million), including present values of lease commitments until 
expected disposition, markdowns of merchandise inventories, disposition of furniture, fixtures and improvements, 
severance compensation, and promotional and other expenses have been accrued in the accompanying financial 
statements for the 52 weeks ended January 30,1975. In addition, the Company continually reviews each store’s per¬ 
formance and may, at or near the lease expiration date, discontinue the operations of selected stores dependent 
upon future expectation. The expenses of such store closings, generally not significant, are charged to operations 
as incurred. 
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Notes to financial statements (continued) 

Note—10 Income taxes 

The Company’s Federal income tax returns for the years ended January 31, 1964 through 1971 have been ex¬ 
amined by the Internal Revenue Service. For the years ended January 31, 1964 and 1965 the United States Court 
of Appeals ruled in favor of the Internal Revenue Service as to the tax treatment of gross profit under one of the 
Company’s installment plans. Although certiorari has been denied by the Supreme Court, and a rehearing has been 
denied by the Tax Court, the Company is considering pursuing this issue in the courts as to those two years. In the 
event the Company is unsuccessful, the deficiencies, which have been provided for in the financial statements, would 
be approximately $6,000,000, and the interest on the deficiencies to January 30, 1975 would be approximately 
$4,000,000. Such interest has been provided for in the financial statements and included in “Other accrued ex¬ 
penses.” 

The Company has filed a protest to the proposed deficiencies for the years ended January 31, 1966 through 
1971 but has not as yet had a hearing with the Appellate Division of the Internal Revenue Service. The primary issues, 
in addition to the one raised for the years 1964 and 1965, relate to finance charge income and bad debts. The Com¬ 
pany believes that the additional evidence relating to the installment sales in 1966 through 1971 should produce a 
more favorable result than that in the earlier years. 

The net resulting Federal income tax for the years ended January 31,1964 through 1974 and the 52 weeks ended 
January 30, 1975 could vary from a net overassessment of $20,000,000 to a net deficiency of $25,000,000 and related 
interest expense to January 30,1975 ranging from none to $26,000,000. 

Due to the complexity of the issues involved, management is unable to determine with any degree of certainty 
the eventual outcome of these matters. 

“Other accounts receivable, refundable taxes and claims” includes $19,700,000 of refundable Federal income 
taxes which may be refunded upon the filing of claims to carryback net operating losses (to years ended January 
31, 1972 and 1973) and investment tax credits (to years ended January 31, 1969, 1970 and 1971). “Federal income 
taxes payable” ($17,700,000) reclassified from “Deferred income taxes related to installment sales" represents esti¬ 
mated deficiencies for prior years (including $6,000,000 applicable to the years ended January 31, 1964 and 1965). 

The net operating loss of the Company for the 52 weeks ended January 30, 1975 has been applied to reduce 
deferred income taxes that would otherwise have become payable during the carryforward period of the net oper¬ 
ating loss. Such deferred income taxes have been reduced by $29,006,000 as a result of the change in accounting 
described in Note 1. 

The financial statement loss before income taxes of approximately $298,000,000 results in a net operating loss 
for Federal income tax purposes of approximately $160,000,000. The difference in these losses is due primarily to 
timing differences arising from deferred gross profit on installment sales, bad debts and store closing expenses. 
Based on the tax returns as filed, or to be filed, approximately $50,000,000 of the $160,000,000 will be carried back to 
the years ended January 31,1972 and 1973 with the remaining $110,000,000 being available as a net operating loss 
carryover for Federal income tax purposes to January 31,1980. For financial statement purposes, loss carryovers of 
only $16,000,000 will be available to offset future financial statement earnings. 

Investment tax credit carryovers of $3,200,000 expire as follows: $1,000,000 in the 53 weeks ending January 31, 
1980, $1,300,000 in the 52 weeksending January 29,1981, and $900,000 in the 52 weeks ending January 28,1982. 

The tax benefit rate on the financial statements for the 52 weeks ended January 30,1975 varies from the statu¬ 
tory rate (48%) of the financial statement loss before income taxes principally because tax benefit has not been 
credited in the financial statements for loss carryovers. 

State and local income taxes included in the provision for Federal, state and local income taxes amounted to: 


52 weeks ended 
January 30,1975 

$ 260,946 
(4,236,959) 

($3,976,013) 


Year ended 
January 31,1974 

$ 293,457 
(758,013 ) 

($ 464,556) 


Current 

Deferred 


“Deferred income taxes related to installment sales” of $2,000,000 at January 30, 1975 represents state and 
local income taxes against which net operating loss carrybacks or carryovers are not available. 

Note—11 Employees’ retirement plan 

The amounts charged to operations for the 52 weeks ended January 30, 1975 and the year ended January 31, 
1974 for the Employees’ Retirement Plan were $3,648,008 and $1,247,202, respectively. 

The Company’s policy is to fund pension costs accrued. 

The actuarially computed value of vested benefits at June 30, 1974 (the latest valuation date) exceeded the 
pension fund assets at market value by approximately $13,184,000; however the actuarially computed value of such 
fund assets exceeded vested benefits by approximately $7,600,000. 

In accordance with the provisions of the Employee Retirement Income Security Act of 1974, the Company will 
make certain amendments to its pension plan, and may make certain changes in the actuarial determination of pen¬ 
sion costs required as of January 1, 1976. An estimate of the effect of these changes on future pension costs and 
unfunded vested benefits will be available upon completion of an actuarial evaluation. 
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Notes of financial statements (continued) 


Note—12 Leases and Contingencies 

Total rental expenses for all leases amounted to ($ in thousands): 

52 weeks ended 
January 30, 


1975 

Financing leases: 

Minimum rentals. $110,025 

Contingent rentals. 1,894 

Other leases: 

Minimum rentals. 4,167 

Less: Rentals from subleases. 1,966 


$114,120 


Year ended 
January 31, 
1974 


$101,237 

2,300 

3,578 

1,748 

$105,367 


Contingent rentals are based upon various percentages of sales in excess of specified minimums. 

The future minimum rental commitments as of January 30, 1975 for all non-cancellable leases (as defined by 
ASR No. 147) are as follows, ($ in thousands), excluding the leases of the 66 stores described in Note 9 to the finan- 


cial statements: 

Years ending 
last Thursday 
in January 

Financing Leases 

Real Estate Equipment 

Other Leases 
Real Estate 

Less: Rental 

From Subleases 

Of Real Estate 

Total 

1976 

$ 92,292 

$9,072 

$ 3,095 

$1,726 

$102,733 

1977 

89,754 

9,072 

3,017 

1,502 

100,341 

1978 

86,593 

9,072 

2,985 

1,289 

97,361 

1979 

84,245 

6,972 

2,975 

1,157 

93,035 

1980 

82,604 

6,972 

2,506 

967 

91,115 

1981-1985 

364,647 

1,859 

12,524 

3,134 

375,896 

1986-1990 

304,503 

1,859 

12,522 

1,264 

317,620 

1991-1995 

1996 and 

133,017 

310 

12,522 

434 

145,415 

subsequent 

5,981 


5,635 

38 

11,578 


The estimated net present value of the net fixed minimum rental commitments for all non-cancellable financing 
leases above are summarized below ($ in thousands): 


Present Value 


Real estate 
Less: Subleases 

Net real estate 

Equipment 


Range of 
Interest 
Rates Used 

2.53% to 11.94% 
2.62% to 11.94% 


7.36% to 8.04% 


January 30,1975 

$386,778 

9,355 

377,423 

28,695 

$406,118 


January 31,1974 

$431,442 

7,610 

423,832 

34,465 

$458,297 


The present values were computed after reducing total rental commitments by estimated amounts, where appli¬ 
cable, of lessors’ payments of taxes and insurance. 

If all financing leases had been capitalized, it is estimated that the net loss for the 52 weeks ended January 30, 
1975 would have been increased by approximately $2,599,000 (no tax effect); and that net earnings for the year 
ended January 31,1974 would have been reduced by approximately $1,623,000. This computation assumes that the 
estimated present values were amortized on a straight-line basis over the terms of the leases and subleases and that 
interest expense (income) was accrued on the outstanding lease (sublease) obligations at the range of rates shown 
above. The amounts included in the computation for net amortization of leased and subleased property and net 
interest expense were approximately $34,602,000 and $34,629,000 in the 52 weeks ended January 30, 1975, and 
$36,614,000 and $36,038,000 in the year ended January 31, 1974, respectively. 

The United States Department of Labor, Office of the Regional Solicitor in Philadelphia, has advised the Com¬ 
pany that it intends to file a complaint alleging violations at fourteen of the Company’s stores of the provisions of the 
Fair Labor Standards Act of 1938, as amended, relating to compensation of employees and record-keeping, and 
seeking back payments for such violations. It is the opinion of management that this litigation may be settled by a 
consent decree involving self-regulation and periodic reporting, and the payment of a dollar amount which would 
not have a material adverse effect on the Company’s financial position. 
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accountant’s report 


Board of Directors and Stockholders 
W. T. Grant Company 
New York, N.Y. 


We have examined the consolidated statements of financial position of W. T. Grant Com¬ 
pany and consolidated subsidiaries as of January 30, 1975, and January 31, 1974, and the related 
consolidated statements of operations, capital and changes in financial position for the 52 weeks 
ended January 30, 1975 and the year ended January 31, 1974. Our examinations were made in 
accordance with generally accepted auditing standards and, accordingly, included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. The financial statements of Zeller’s Limited, used as the basis for recording the 
Company’s equity in net earnings of that corporation, were examined by other independent ac¬ 
countants whose reports were furnished to us. Our opinion expressed herein, insofar as it relates 
to the amounts of net earnings included for Zeller’s Limited, is based solely on the reports of the 
other independent accountants. 


As discussed in Note 10 to the financial statements, the Company has protested certain 
deficiencies in consolidated Federal income taxes proposed by the Internal Revenue Service for 
the years ended January 31,1964 through 1971, and is presently in litigation regarding such pro¬ 
posed deficiencies for the years ended January 31,1964 and 1965. It is not practicable to estimate 
the additional income taxes and interest payable, if any, at this time. As discussed in Note 2 to 
financial statements, the continuing value of the Company’s total investment in the common stock 
and convertible notes of Granjewel Jewelers & Distributors, Inc., a 51% owned subsidiary, may 
be impaired as a result of the potential inability of such subsidiary to continue as a going concern. 


In our opinion, based on our examinations and the reports of other independent ac¬ 
countants, subject to the effects, if any, on the financial statements of the ultimate resolution of 
the matters discussed in the preceding paragraph, the financial statements referred to above pre¬ 
sent fairly the consolidated financial position of W. T. Grant Company and consolidated subsid¬ 
iaries at January 30, 1975 and January 31,1974, and the consolidated results of their operations 
and the changes in their financial position for the 52 weeks ended January 30, 1975 and the year 
ended January 31,1974, in conformity with generally accepted accounting principles applied on a 
consistent basis after restatement for the change, with which we concur, in the method of ac¬ 
counting for finance income as described in Note 1 to the financial statements. 


New York, N.Y. 


April 18,1975 
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